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To Our Shareholders: 


This year for the first time Jersey's annual meeting 
went “on tour.” Some 3,800 shareholders attended 
and participated in the meeting in Boston—nearly 
all at the Metropolitan Theatre and the rest, through 
giant-screen television and a two-way sound system, 
at the Wilbur Theatre near by. This large attendance 
again demonstrated how active an interest Jersey's 
owners, wherever they live, take in the affairs of the 
company. We were happy to meet so many of our 
New England shareholders and look forward to en- 
joying a similar experience in other localities in 
future years. 

It is a source of continuing satisfaction to us that 
so many of our shareholders participate in our meet- 
ings by proxy if not in person. This year well over 
75 per cent of our 680,000 shareholders were repre- 
sented by proxy, and more than 85 per cent of the 
shares were voted. 

Despite the fabled taciturnity of New Englanders, 
even more shareholders than usual took part in the 
lively, far-ranging discussion. Because of the length 
of the meeting—nearly five hours—it has been nec- 
essary to condense the proceedings considerably in 
this summary report. We have tried to preserve the 
flavor of the meeting, however, and to highlight the 
topics of greatest general interest. 

Not only at the annual meeting but all through 
the year we welcome shareholders’ questions and 
comments. Such evidence of your attentiveness to 
company affairs is stimulating and encouraging to 
your directors, and we sincerely appreciate it. 


The 1961 annual meeting of the shareholders of 
Standard Oil Company (New Jersey) was held on 
Wednesday, May 24, at the Metropolitan Theatre, 
Boston, Massachusetts. Leo D. Welch, Chairman of 
the Board of Directors, presided. 

The meeting was called to order by the Chairman. 
The Secretary of the company, John O. Larson, re- 
ported that a quorum was present and that 524,774 
shareholders, holding 184,907,776 shares, or ap- 
proximately 85.82 per cent of the stock entitled to 
vote, were represented. The Chairman appointed 
Messrs. W. J. Neil and E. A. Simmons of Morgan 
Guaranty Trust Company of New York as in- 
spectors to receive the proxies, count the votes, and 
report on the election of directors, on the balloting 
on the proposed resolutions, and on any other busi- 
ness that might come before the meeting. 


New Directors P. J. Anderson and W. Greeven 


The terms company, we, their, our, Jersey, organization, and 
its, as used in this report, sometimes refer collectively to 
Standard Oil Company (New Jersey) and all the companies 
affiliated with it, sometimes to one or more of them. The 
shorter terms are used only for convenience and simplicity. 


THE CHAIRMAN’S STATEMENT 


THE CHAIRMAN - We come before you with an en- 
couraging progress report, in spite of the many dis- 
turbing events occurring in the world today. The 
decade of the sixties got off to a faltering start. As 
1960 wore on, business in general slid into a mild 
recession. Apparently it touched bottom last Feb- 
ruary, and now we are glad to see the momentum of 
the economy slowly picking up, giving hope for a 
better 1961. 

Canada has followed our pace pretty closely, while 
Europe and the Far East have not only not slowed 
down, but have maintained a strong rate of growth. 
After a period of marking time, some parts of Latin 
America are again moving forward. The Castro 
movement has created many serious difficulties, and 
our government is still faced with some difficult 
decisions. New and expanded aid programs are pro- 
posed for our Latin neighbors, and it is hoped that 
this time they will be realistic and genuinely provide 
for joint efforts to improve those economies. 

Revenues have steadily increased in the Middle 
East, especially in the oil-producing countries. Prog- 
ress continues there at a good rate, and, if the gov- 
ernments maintain stability, development in the area 
should accelerate. In Africa the emergence of new 
nations is breeding hopes for a better future for that 
continent; but worries and explosions promise to 
dominate many parts of the scene for some time, so 
the economic outlook there is difficult to measure. 


[Mr. Welch then commented on the situation in the 
oil industry, pointing out that it has shown steady 
improvement despite various problems.] 


Now to go beyond the problems of the industry 
into some of the trends of the times. As you are in- 
vestors, your company is also an investor, and we 
who manage it must think as investors as well as 
managers. Worldwide oil is a business requiring 


enormous resources, with wide geographic disper- 
sion of supply and an international pattern of mar- 
keting. Your company has made large investments 
both in relatively undeveloped countries where oil 
reserves have been found and in more advanced 
countries which provide large consumer markets for 
oil products. Our decisions to invest in a given spot 
have been guided not by whether the area can be 
considered developed or undeveloped but rather by 
the needs and opportunities the investment repre- 
sents in the integrated process of finding, producing, 
refining, and marketing crude oil and its products. 

Our government has recently expressed the view 
that foreign investments in general should not be 
stimulated because they tend to worsen our inter- 
national balance of payments position and that any 
encouragement to private foreign investment should 
be limited to investments in undeveloped areas. The 
fact is that income from foreign investment already 
made has consistently exceeded the outflow of 
money for new investments. In 1960 such income 
was nearly $2,500,000,000; the outflow was not 
quite $1,500,000,000, and much of that outflow was 
in the form of export goods such as machinery. 
Jersey alone was responsible for bringing over 
$500,000,000 of such income into the United States 
in 1960, and on balance the combined operations of 
Jersey contributed some $1,500,000,000 to the plus 
side of our balance of payments in the past five years. 

We feel that it is dangerous for our government 
to try to arbitrarily channel investments only into 
undeveloped areas. When we invest in facilities to 
produce crude oil in an undeveloped area, for ex- 
ample, we simultaneously make investments in re- 
fineries and marketing facilities in the advanced 


i) 


Chairman Leo D. Welch opens the meeting 


countries which offer markets for that crude oil. 
Without the latter investment there would be no 
need for, or prospect of profit from, the investment 
in crude oil facilities in an undeveloped area. 

The United States must bend every effort to re- 
gaining equilibrium in its international balance of 
payments position and maintaining a strong dollar. 
Though we are currently enjoying the stoppage of 
the drain on our gold stocks, we have seen that the 
dollar is not invulnerable. Faith in our currency both 
at home and abroad is as necessary to our security 
as our armed forces and our missiles. The task of 
maintaining national security and providing neces- 
sary foreign aid imposes severe strains on our finan- 
cial position. To withstand these strains, we need 
foreign investments, we need able budget manage- 
ment here at home, we need labor peace and pro- 
ductivity if our economy at home is to grow and 
our factories are to compete in the world market. 

We must resist a tendency for the private business 
community and our government to drift apart in 
their attitudes toward common problems. Under- 
standing and cooperation should not give way to sus- 
picion and bickering. We in our company believe 
our ethics are good. We have no truck with price fix- 
ing. We believe our antitrust laws are salutary, even 
though at times they may present difficult questions 
of interpretation and application. In our country 
today, however, a company which has grown large 
and successful seems to invite criticism from an in- 
creasing segment of the government, if only because 
it is big. Yet, what is bigness? Jersey is at least 680,- 
ooo people. Two thirds of our shareholders have 100 
shares or less. This is in contrast with the popular 
impression of a great, powerful entity owned by just 
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a few people. Our nation needs large corporations 
if we are to keep our way of life. Many important 
contributions to our nation’s progress can come only 
from large companies which accumulate a wealth of 
technical and inventive talent and supply goods at 
low cost. 

Shareholders and management alike, investors in 
our companies of whatever size, must be alert to the 
effect of government regulations and tax policies 
which affect their investments and the nation’s eco- 
nomic health and prosperity. Unless our share- 
holders, large and small, voice their views to our 
representatives in Congress, their interests can be 
steadily eroded. 

The decade of the sixties will see growth and 
change at an accelerating pace. It should provide a 
better life for us all, and it will if our thinking can 
keep up with that pace. 


CiEsPRESIDENMCSsorAGEMEN 


THE PRESIDENT - Jersey’s results in 1960 reflected 
vigorous efforts to maintain Jersey’s leading posi- 
tion in the oil industry. Our earnings amounted to 
$689,000,000, an increase of 9 per cent over those 
for 1959. This improvement was due in large part 
to improved product sales and control of operating 
costs. Jersey’s worldwide marketing organization, 
for the first time in the company’s history, sold 
an average of over 3,000,000 barrels of petroleum 
products each day. Petrochemical sales were up 15 
per cent, an indication of the activity in this fastest 
growing segment of our company’s business. 

The prospects of a continued expansion of our 
business in 1961 are most encouraging. During the 
first three months our earnings have showed a gain 
of 13/2 per cent over those for the first quarter of 
1960. We are looking forward to a good showing 
for the rest of the year, but we should not anticipate 


gains for the full year of the same magnitude as 
those in the first three months. 

A company with the vast international holdings 
of Jersey is affected by events in every part of the 
world. We must constantly be aware of economic 
and political developments, as well as commercial 
considerations, in all the countries where we have 
investments. This past year we set up new and im- 
proved procedures for reviewing and appraising in- 
vestment opportunities. We have also strengthened 
our methods for coordinating the interrelated oper- 
ations of our many affiliates and have provided 
greater flexibility and speed in decision-making. 

The consolidation of the Humble organization 
brought all the domestic producing, refining, and 
marketing interests of the Jersey Company, as well 
as most of our United States transportation facili- 
ties, together under one management—Humble Oil 
& Refining Company. The name of the largest oil 
company in the country—HUMBLE—has been added 
to the service stations in the forty states where we 
are now marketing automotive products. Humble’s 
slogan, America’s Leading Energy Company, is the 
source of anew word in gasoline marketing—ENco. 
You will find the ENco oval on service stations in 
the central, western, and southwestern states. Here 
in the east and in the south, the Esso brand is con- 
tinued in use. Following the consolidation, Humble 
had twelve different brand names. This reduction to 
two will help to identify the unity of the operation 
and attract motorists to familiar service stations in 
all areas. 

Other steps are being taken to capitalize fully on 
our large investments in the domestic energy busi- 
ness. Humble recently announced that it intended 
to enter into a sale in place of a large reserve of 
natural gas to the Monterey Gas Transmission Com- 
pany, which, in turn, has a long-term arrangement 
to supply gas to the Columbia Gas System, Inc. 
The total amount of gas involved is approximately 
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6,200,000,000,000 cubic feet. Such a sale in place of 
a portion of Humble’s vast natural gas reserves 
should soon be reflected in current earnings as a 
return on sizable past expenditures for exploration 
and development of these reserves. 

Not only has Jersey improved its domestic posi- 
tion; the company has successfully strengthened its 
position abroad. Our diversification of sources of 
crude oil continues to increase so that the company 
is steadily less dependent upon any one production 
area. Political and economic conditions in Venezuela, 
while not satisfactory, have not changed materially 
since last year, and we are continuing to produce 
there at a satisfactory rate. The important crude oil 
reserves being developed in Libya are rapidly ap- 
proaching the marketable stage. 

A major reorganization of our holdings in the 
rapidly developing areas of Africa and the Far East 
is under way as a result of an agreement to divide 
most of the assets of the Standard -Vacuum Oil Com- 
pany between its co-owners, Jersey and Socony 
Mobil Oil Company. We believe that the sole owner- 
ship of most of our marketing interests in Asia, 
Australasia, and Africa, when completed, will put 
us in a better position to deal with the complexities 
of conducting a profitable business there. 

With the international market for chemicals de- 
rived from oil continuing to grow, our scheduled 
capital investment for new chemical plants is higher 
than ever, the major portion of it abroad. Plans call 
for new chemical plants in Canada, Latin America, 
Europe, Japan, and Malaya. These are to be widely 
varied in function, producing in different locations 
basic raw materials for chemical industries, butyl 
rubber, and components for fertilizers. It is our in- 
tention to add to these plants and to build others as 
new materials are developed by our company’s re- 
search. During 1960 a quarter of our research ex- 
penditures went into the development of chemical 
products. 

Jersey’s research, however, is not limited to the 
wonders of petrochemicals. We have continued to 
press forward in our efforts to develop completely 


new uses for petroleum, as well as to improve and 
expand the use of existing products. A special New 
Uses Activities group will be responsible for the 
stimulation and coordination of research and inves- 
tigative efforts along this line. It is already hard at 
work investigating all sorts of ideas. Some may 
seem at first glance highly fanciful. Other ideas have 
become of immediate practical value. For example, 
this past year Esso Research, in conjunction with 
others, perfected a method of injecting heavy fuel 
oil or natural gas into blast furnaces. This system 
increases the efficiency of the blast furnace in pro- 
ducing pig iron. Its commercial application has al- 
ready resulted in a number of contracts to supply 
many millions of barrels of fuel oil to steel com- 
panies in western Europe. 

With regard to future investments, Jersey is ina 
good position to carry out its large capital expendi- 
ture program. Our financial position is excellent. 
Expenditures for property, plant, and equipment 
will be increased somewhat during the current year 
as contracted projects are completed and we launch 
new and promising projects. These capital expendi- 
tures, however, as well as working funds and divi- 
dends, will continue to be financed very largely from 
earnings, depreciation, and other internal sources. 
As in past years, some affiliates will locally arrange 
modest amounts of financing directly related to their 
own programs. 

Our widespread international interests present 
many factors to contend with. Until a few years ago, 
our competition was confined to other oil companies 
of the free world, but recently we have been getting 
competition from a new source—the Soviet Union 
and its satellites. Under the terms of bilateral trade 
agreements with some countries in the free world, 
Russia now exports oil, minerals, timber, and agri- 
cultural products in exchange for manufactured 
goods which she needs in her economy. Recently oil 
has acquired an increasingly important role in 
Russia’s export trade as a means for procuring cap- 
ital goods, such as steel and pipe or complete manu- 
facturing plants, which she is not in a position to 
produce for herself. 

Russian competition does not operate ona normal 
commercial basis. Prices to countries outside the 
iron curtain are not based on actual costs of pro- 
ducing oil plus a normal commercial margin of profit. 
Instead, the Russian price structure seems to be in- 
spired as much, or perhaps more, by political con- 
siderations, and therefore competition from Russian 
oil becomes a problem of free world governments as 
well as oil companies. It is our hope and belief that 
the governments of the free world will be increas- 
ingly wary of allowing Russian oil to assume a dom- 
inating role in their vital energy picture when such 
a source of supply can be so uncertain. 

Another international political development re- 
sulted in the confiscation of our Cuban refinery and 
the loss of our eighty-year-old Cuban market. In 
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addition, we lost the services of the many loyal 
employees working in our Cuban operations. The 
future developments in this situation are difficult to 
predict at this time. 

A less dramatic development was the formation 
of an association of the Middle East producing 
countries and Venezuela. As the Organization of 
Petroleum Exporting Countries, commonly called 
OPEC, these countries have been discussing possi- 
bilities for increasing their revenues from oil through 
joint action by their governments to control produc- 
tion and prices. We in Jersey feel that such restric- 
tive practices would not accomplish this objective, 
that producing countries, consuming countries, and 
the oil companies would be far better off in the long 
run if no attempt is made by these governments to 
impede arbitrarily the normal competitive flow of 
oil in international markets. 

The actions of our own government also affect 
the conduct of our business. For example, United 
States government regulation is an issue with re- 
gard to imports of oil. We have long held that a 
reasonable balance between imports of crude oil and 
domestic production should be maintained. How- 
ever, we know of no grounds whatever for dividing 
up import rights on an arbitrary and discriminatory 
basis. Unfortunately, the present allocation system 
for crude oil imports is highly discriminatory. We 
have, therefore, strongly urged that it be modified 
in order to provide that the ratio of crude oil import 
quotas to refinery runs be the same for all refiners 
regardless of size. 

A restriction on imports of heavy fuel oil is seri- 
ously hurting your company’s ability to supply this 
important commodity to its customers. We have 
testified in public hearings that we feel this restric- 
tion is unnecessary and unjustified and should be 
removed. There are no signs yet, however, that the 
government intends to lift it. 

Before bringing this report to a close, I feel I 
should say a few words about another matter that is 
receiving wide attention among shareholders this 


year. The Jersey Company is on the alert to prevent 
any situation from arising which could be consid- 
ered a violation of trust by any of its employees. 
For many years we have insisted that our directors, 
officers, and employees avoid any conflict between 
their personal interest and the interest of the com- 
pany. This applies not only in dealings with sup- 
pliers and customers but also in dealings with any 
other individual or organization doing business with 
the company or its affiliates. This policy is in writ- 
ing. Every director, officer, and other key employee 
is required to sign a statement each year that he is 
familiar with the company’s policy regarding con- 
flicts of interest and that neither he nor any depend- 
ent member of his family has interests that would 
violate this policy. 

We are equally insistent that all employees shall 
obey the antitrust laws. A clear, written policy on 
this subject has been disseminated throughout the 
organization and is followed up by repeated verbal 
instructions and discussions with responsible ex- 
ecutive employees. 

The possibilities for the future are exciting, and 
we view our prospects with optimism and enthu- 
siasm. Studies indicate that the free world energy 
requirements over the next decade will continue to 
grow at a rate of at least 3 to 4 per cent a year. In 
the United States alone petroleum and natural gas 
currently account for about 75 per cent of total 
energy requirements, and oil demand in this coun- 
try is still growing at a rate of 2 to 22 per cent a 
year. Outside the United States the growth rate for 
oil is expected to be 6 to 7 per cent a year, with the 
most rapid growth in Europe and the Far East. 

We are in a growth business. The world’s demand 
for oil and all the things that come from oil is in- 
satiable, and we see no end to a climbing demand. 
And the oil companies that have first-class physical, 
financial, and human resources, and a dynamic con- 
fidence in the future, will share fully and profitably 
in the great opportunities ahead of us. Such a com- 
pany is your company—Jersey. 


Below and opposite are ten Jersey directors. All fifteen were present 


Sik SOUWERSSOUESTIONS* 


A SHAREHOLDER - You say our finances are very 
strong. In the interest of all the stockholders, may I 
ask you if it is possible to increase the dividends? 
THE PRESIDENT - I assure you that the objective of 
your board of directors is to raise the dividend just 
as soon as we feel we can afford to and still main- 
tain the strength and stability we know you want 
behind your stock. When that time will come is dif- 
ficult to say. It depends on general conditions of 
business, conditions in the oil industry, and Jersey’s 
ability to do better than average in the industry. 
THE SHAREHOLDER - I am happy that you are going 
into petrochemicals so progressively. Regarding oil 
production, how many dry wells did we drill? 
THE PRESIDENT - In 1960 Jersey affiliates drilled 390 
dry holes. However, out of the total wildcat wells 
they drilled last year—you know what a wildcat is, 
a well that you drill on a hope and a prayer—z28 
per cent were successful, which is about two and a 
half times better than the industry’s average. 
A SHAREHOLDER - Will you touch on the litigation 
between the Italian government, I believe, and the 
company? 
THE PRESIDENT - It is not actually with the Italian 
government. It is between a government-owned 
company and Esso Research as well as Jersey. We 
have an affiliate in Italy which is owned 50 per cent 
by Jersey and 50 per cent by an Italian oil company 
which is largely owned by the government. Refining 
processes developed by Esso Research were installed 
in its two refineries, and some trouble was experi- 
enced in the operation of this equipment. 

Our engineers and scientists have examined this 
very carefully. We are convinced that if the feed 
stock—that is, the raw material—which was fed to 


*The company accepts no responsibility for statements made 
by shareholders during the meeting and, because it does not 
have advance notice of subjects to be covered, cannot always 
verify such statements at that time. 


President M. J. Rathbone 


one of the refineries was the oil that it was supposed 
to be, the operating equipment there would perform 
satisfactorily. 

Regarding the other refinery, some changes in the 
equipment have to be made, and this can be done. It 
is not unusual for new equipment to have some 
starting-up bugs. Esso Research has made two offers 
to the Italian company to make these changes at 
their own expense. They have not had the courtesy 
of a reply to either offer. The answer was this law- 
suit. We think we are going to win it. 

THE SHAREHOLDER - Regarding the Cuban situation, 
how much was actually invested by us there; how 
much was lost; and how much tax benefit did we get 
out of it? 

THE PRESIDENT - We had total assets of about $75,- 
000,000. These have all been seized. As to the ac- 
counting treatment for tax purposes, V’ll ask our 
Comptroller, Mr. Savage, to comment. 

THE COMPTROLLER - We are now in the process of 
determining how we are going to make our claim for 
the losses in Cuba in our tax returns for last year, 
which will be filed in September of this year. 

We have a substantial uncollected accounts re- 
ceivable from the Cuban affiliate for crude oil that 
was shipped in there, which we think will qualify as 
a tax deduction in the United States. Then, too, the 
parent company made a loan to the Cuban company 
to construct its refinery. We think that the full 
amount of the unpaid balance of the loan will also 
qualify as a deduction for tax purposes. 

A SHAREHOLDER - I am president of the Homeown- 
ers Association of Boston. Conversion from coal to 
oil heat was axiomatic for three or four decades, but 
now gas heat has become so favorable to a home- 
owner that oil heat is out. What is the oil industry 
doing to meet this competition? 

THE PRESIDENT - A great deal. The American Petro- 
leum Institute, for example, which is the trade or- 
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ganization for the oil industry, made a substantial 
appropriation last year for research and develop- 
ment to improve the use and lower the cost of oil 
burners. In our own company, under Esso Research 
leadership, we have developed what we call an ultra- 
sonic burner, which vaporizes the oil into a very fine 
spray. This burner can be made in very small sizes 
for use, for example, in water heaters and clothes 
dryers which we could not heat with oil before 
simply because we did not have a burner that would 
burn a small enough amount of oil. I believe that the 
next twelve months will show a considerable im- 
provement in the ability of the oil industry to com- 
pete with natural gas. 

A SHAREHOLDER - I probably owe you an apology, 
for I notice that when you speak about Russia, 
Standard Oil stock usually takes a slide. But I do 
wish to make a few comments concerning Russian 
exports. You must remember that Russia at one time 
exported, I think, about 10 to 14 per cent of the oil 
supply of the world. At the present time they are 
exporting perhaps 4 per cent. Now this is the com- 
ment I want to make. Khrushchev wants to lift the 
standard of living of all the Russian people. And in 
order to do that, they must have many, many more 
automobiles than they have now. Those will require 
quite a bit of oil, perhaps so much that Russia will 
not be able to export any. Perhaps the time may 
even come, if their standard of living gets near to 
ours, when they will require oil from outside sources. 
What is your comment? 

THE PRESIDENT - Taking your last question first, I 
hope the day will come when Russia will need some 
of the free world’s oil. 

With respect to your other point, I assure you that 
if Jersey stock goes down a little bit when I talk 
about Russian oil, this is not what I would like to 
see. On the other hand, I think that to be fair to the 
shareholders I must say that the threat of Russian 
oil in the free world is a worry to the oil industry. 
Now, by no means do I feel that this is a devastat- 
ing, fatal sort of situation. But we do have an over- 
supply of world oil now. We'll have it for several 
more years. Under this situation we have an uneasy 
and rather weak price structure. And when you su- 
perimpose on top of that basic picture some more 
Russian oil, which is offered either on a barter or a 
perfectly ridiculous price basis, it simply unsettles 
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an already unsettled situation a bit more. We think 
you should know this. We think, actually, that the 
principal defense against this lies in the hands of 
governments. 

Almost all of these Russian sales are under the 
sponsorship of government-to-government trade 
agreements. The governments of the free-world na- 
tions may conclude, as I think they should, that they 
do not want to get too deeply enmeshed with Russia 
for their vital energy supplies when Russia, as we 
know, can at any time cut off these supplies without 
rhyme or reason, without any feeling of responsibil- 
ity or obligation. 

As for Russia needing all her oil to improve the 
standard of living of her own people, I cannot get 
optimistic enough about the prospective welfare of 
the ordinary Russian to believe that Mr. Khrushchev 
will give him enough oil to sop up all of the oil 
surplus that Russia has available. 

A SHAREHOLDER - I represent an organization which 
owns approximately 14% million shares. You men- 
tioned that the surplus capacity in world oil would 
be with us for some years to come. Would you give 
us an indication of how many years? 

THE PRESIDENT - When the day comes that the oil 
industry does not have surplus capacity, we prob- 
ably will be in the most serious trouble of our lives. 
We must have surplus capacity. Our problem today 
is that we have a little more than we ought to have, 
and that the management of the surplus surplus, if 
I may use that term, hasn’t been too good. 

I think that I could say this: we probably will see 
the excess surplus decreasing rather steadily for the 
next three to five years. In our company we would 
feel that something like a 10 to 15 per cent surplus 
was a pretty reasonable figure. We would get con- 
cerned if we had less than that, because then we 
might not be able to meet the upsets, the exigencies, 
of the demand in various countries. 


BE BGTLO NOR DIREGAORS 


[The election of fifteen directors was declared in 
order and the following were nominated: P. J. Ander- 
son, M. W. Boyer, C. L. Burrill, Emilio G. Collado, 
L. W. Elliott, H. W. Fisher, W. Greeven, M. L. 
Haider, H. W. Page, M. J. Rathbone, David A. 
Shepard, W. R. Stott, Leo D. Welch, J. R. White, 
M. A. Wright. 

The Chairman introduced the nominees to the 
shareholders, pointing out that there were two new 
nominees, Messrs. Anderson and Greeven. As they 
were introduced, the nominees stood and were ap- 
plauded. There being no further nominations, a mo- 
tion to close the nominations was made, seconded, 
put to a vote, and carried.| 


A SHAREHOLDER - On behalf of the holders of 30,- 
ooo shares, I want to record our objection to the 
continued all-inside working board. We have felt 
this way for quite a while, and we are going to con- 
tinue to urge over the years that this policy be ended. 
THE CHAIRMAN - This is a policy to which we give 
periodic consideration. We don’t have a closed mind 
on it. We may change our policy one of these days. 
We feel that a working board gives us a considerable 
advantage in that all members pretty much under- 
stand all of the phases of the business. 


[Polls were declared open for voting, ballots were 
distributed, voting proceeded and was completed, 
and the polls were closed.] 


APPOINTMENT OF INDEPENDENT 
PUBLIC ACCOUNTANTS 


[The resolutions, as they had been set forth in the 
proxy statement, relating to the ratification of the 
appointment of Price Waterhouse & Co. as inde- 
pendent public accountants were declared in order, 
were moved and seconded. The Chairman an- 
nounced that, pursuant to last year’s ratification, 
Price Waterhouse & Co. were represented at the 
meeting by Messrs. H. W. Bevis, C. A. Stewart, and 
G. C. Watt. He then opened the discussion by stat- 
ing briefly management's reasons for reappointing 
this firm.] 


A SHAREHOLDER -I should like to inquire of Price 
Waterhouse if they rotate the members of the firm 
in the accounts? 

MR. STEWART - We have rotated many partners in 
the fifty-four offices we now employ to make the ex- 
amination of the Standard Oil financial statements 
throughout the world. 


[The shareholder then referred to a situation in 


another company in which conflicts of interest as- 
sertedly had occurred, and inquired as to what the 
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auditors had recommended in order to prevent such 
conflicts in Jersey.] 


MR. STEWART - Last year we were privileged to as- 
sist the company in formalizing its policy on conflict 
of interests. We believe that the best prevention 
against conflict of interests is effective supervision 
of this policy. Recently one of my partners reviewed 
statements received from each director, officer, and 
the key employees, and he saw no indication of any 
conflict-of-interest situations. He also reviewed re- 
ports received from affiliated companies. Based on 
our observations, I can assure the shareholders that 
the management is actively enforcing the conflict- 
of-interests policy. 


[The Chairman declared voting on the resolutions 
in order, ballots were distributed, voting proceeded 
and was completed. 

While the balloting was proceeding, the Chair- 
man introduced to the shareholders a visitor from 
London, Mr. Hugh C. Tett, chairman of the board of 
Esso Petroleum Company, Limited. Presidents of 
other affiliates introduced during the meeting were: 
Mr. Morgan J. Davis of Humble Oil & Refining 
Company, Houston, Texas; Mr. William O. Twaits 
of Imperial Oil Limited, Toronto, Canada; Mr. Eger 
V. Murphree of Esso Research and Engineering 
Company, Linden, New Jersey; and Mr. Irving C. 
Jacobs of Gilbert & Barker Manufacturing Com- 
pany, West Springfield, Massachusetts. ] 


SHAK EHORDER EROPOSALAON 
CUMULATIVE VOTING 


The resolution submitted by Lewis D. Gilbert, John 
J. Gilbert, John Campbell Henry, and Mrs. Wilma 
Soss, as it had been set forth in the proxy statement, 
was declared in order and was moved and seconded. 
The resolution proposed the election of directors by 
cumulative voting, which procedure would entitle 
each stockholder to as many votes as equal the num- 
ber of shares he owns multiplied by the number of 
directors to be elected, and to cast all such votes for 
a single candidate or any two or more of them.| 


MR. LEWIS D. GILBERT - I am again grateful for the 
fine support we are going to have from so many 
independent shareholders on this particular point. I 
would like to point out, of course, that the vote 
against these proposals includes the unmarked 
proxies and includes the fiduciary proxies, the bulk 
of which always vote with the management. 

I would also like to point out that this is a New 
Jersey corporation and as such, of course, can have 
cumulative voting. 


[Mr. Gilbert then mentioned developments regard- 
ing cumulative voting in California and several 
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Shareholders had interesting questions and comments 


other areas, and read letters received by him from 
shareholders in support of the proposal.] 


THE PRESIDENT - This question has been presented 
to us twice before, once in 1952 and again in 1956. 
In both years it was rejected by something over 97 
per cent of the shares voted. 

Your management believes that the proposed 
change in voting rights is neither appropriate nor 
necessarily in the interests of the shareholders. Di- 
rectors elected through cumulative voting tend to be 
representatives of separate groups of shareholders, 
each one looking after some special interest and not 
working together as the most effective team for the 
maximum benefit of all. We believe it is important 
to the shareholders that the board continue to be a 
cohesive group working together effectively, and 
that every director represent all shareholders rather 
than some special group. 

Our entire board reviews the recommendations 
of every individual put up for a director. We never 
recommend a director for election unless he is ac- 
ceptable to the whole board. Such a procedure can- 
not fail to give Jersey an efficient, smooth-working, 
teamlike board. 

We recognize, of course, that Mr. Gilbert and the 
others who recommend this proposal are sincere in 
feeling that the change would be an improvement. It 
is a difference of opinion. We have not been per- 
suaded, and remain unpersuaded that there is any- 
thing to be gained for the shareholders of Jersey by 
instituting cumulative voting for directors. 

A SHAREHOLDER - The cumulative voting system 
destroys the most important and essential factor to 
success: mutual confidence of officers and directors. 
Our system guarantees us the best management— 
well-trained and well-experienced, trustworthy and 
hard-working men who are not working in the in- 
terests of a small minority. They have the interests 
of the majority of all the stockholders in mind. 
ANOTHER SHAREHOLDER - I personally haven’t made 
up my mind about this issue. But Mr. Gilbert in the 
proxy statement raised the questions of inefficiency 
and waste. It’s these issues which I don’t believe 
management has faced in its reply. 

THE PRESIDENT - Mr. Gilbert—if I may read his 
mind a bit—in proposing this resolution unques- 
tionably aims at preventing what he visualizes 
might be a bad situation, a situation in which you 
had on our board a man, let’s say, who was not 
doing the proper sort of a job. If cumulative voting 
were in effect and any shareholder could interest 
enough other shareholders to cast their votes on a 
cumulative basis against this particular director, he 
could be eliminated. This, of course, is something 
that I don’t suppose anyone can quarrel with. 

What we say is that we do not think it’s possible 
under the procedure we follow to have one man re- 
main on our board and be presented to you for elec- 
tion if he is doing an improper job. 
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A SHAREHOLDER -I would like to be recorded in 
favor of Mr. Gilbert’s motion. If I thought that it 
indicated any lack of confidence in this board of di- 
rectors or this management, I would not be for it. I 
think all of us here certainly feel great confidence 
in this management. However, I do not think that 
they are infallible; I do not think that they are in- 
capable of a mistake. 

ANOTHER SHAREHOLDER - I’ve been a corporate law- 
yer for over forty years on both sides of the Atlan- 
tic, and I do not advocate the principle of cumulative 
voting. But in the present instance, I have marked 
my proxy in favor of this proposal, not because I 
think the proposal is sound in principle, but because 
of my belief that the board of directors should not 
consist exclusively of paid officials of the company. 

I am familiar with many of the reasons advanced 
for a completely inside board, the most usual being 
that paid officials are better acquainted with over-all 
operations. However, with some outside directors, 
you don’t lose the benefit of the others. You have 
their advice as well as that of the outside directors. 

Now, it’s possible that a small crack, very small, 
has appeared in this management policy, for we find 
that our own president, Mr. Rathbone, is also a 
director of three other companies. These companies 
evidently value his advice as an outside director, but 
his own company does not believe that any outside 
director can be of value to Standard Oil. 

It seems to me that there is quite an inconsistency 

in President Rathbone’s being an outside director of 
three other large companies, yet supporting the 
policy here today that there should be no outside 
directors on the board of Standard Oil. 
THE PRESIDENT -I have not supported the philos- 
ophy of a 100 per cent nonoutside board of direc- 
tors. What I have done is oppose the philosophy of 
cumulative voting. Those, I’m sure you will agree, 
are two different things. 

I did not solicit membership in these other boards 
that you’ve mentioned, but I decided to accept invi- 
tations to join so as to gain experience on and appre- 
ciation of—among other factors, of course—just 
how other boards worked. I would like to say again 
that we are not opposed to outside directors as a 
matter of principle. Our position is simply that we 
do not want outside directors on our board who 
cannot make an adequate contribution to our busi- 
ness. When, as, and if we find gentlemen who can, 
we will have no hesitation whatever about recom- 
mending that they be added to our board. 

But this is not the point. The point is cumulative 
voting. We do not believe that cumulative voting is 
the same sort of question as that of outside direc- 
tors. We think that cumulative voting offers the 
opportunity for a minority of shareholders to force 
on or off our board—not that that is the objective 
of the proponents of it now—people who in our ap- 
praisal of the best welfare of the shareholders either 
should not be there or might better be kept on. 


A SHAREHOLDER - My husband is a director in a 
small bank where there is cumulative voting, and he 
tells me he does not like it—but he also tells me that 
it has alerted the directors to the stockholders’ needs. 
MR. GILBERT - In closing the discussion on this par- 
ticular point, I would like to make a few observa- 
tions. I was delighted to see that, just as with the 
place of the meetings and some of the other fine 
things the board has adopted over the years after 
they were aired at stockholder meetings, we are 
trending toward an outside director sooner or later. 

After hearing the views of our board, I would say 
that one thing they object to most is that they 
couldn’t have the exclusive right of deciding who 
would be on it, and that they would be unhappy if 
they had to have somebody they didn’t apparently 
know. I agree that directors should be happy [Laugh- 
ter] but their happiness is a very secondary consid- 
eration. It is the welfare of the entire body of the 
shareholders which is of the greatest importance. 


[The Chairman declared voting on the resolution in 
order. Ballots were distributed, voting proceeded 
and was completed.] 


Soi EHOLMER PROPOSAL ON 
GONTRIBULTIONSSEO EDUCATION 


[The resolution submitted by Mrs. Alice V. Gordon, 
as it had been set forth in the proxy statement, was 
declared in order, and was moved and seconded. The 
resolution proposed amending the bylaws to provide 
that no corporate funds of the corporation should 
be given to any charitable, educational, or similar 
organization except for purposes in direct further- 
ance of the business interests of the corporation.] 


MR. WATSON WASHBURN -I represent Mrs. Alice 
Vandergrift Gordon. Her grandfather was one of 
the associates of John D. Rockefeller in the early 
days of Standard Oil, and she has always taken great 
interest in the welfare and progress of the company. 
She is very regretful that she can’t be here today be- 
cause of illness, and has asked me to represent her. 

The reasons for this resolution, given in the proxy 
statement, are as follows: Your directors are giving 
millions of dollars of your corporation’s money to 
charity. This seems wrong. Your company is sup- 
posedly run solely for the stockholders’ benefit. It is 
not an eleemosynary institution. Many stockhold- 
ers undoubtedly feel that charity begins at home. 
Others who can afford donations are certainly en- 
titled to choose their own beneficiaries. The current 
practice is especially reprehensible when as here 
nearly $10,000,000 have been given since 1955 to 
educational institutions, many of which now teach 
socialism and ridicule businessmen, savers, and 
investors, as recently explained in the well-docu- 
mented best-seller, Keynes at Harvard. 


Expanding a little on that argument, undoubtedly 
the directors are tremendously busy running the af- 
fairs of this gigantic enterprise we're all interested 
in. They apparently don’t have enough time—and 
I’m very glad of it for the sake of the profits of 
the company—to spend their energies investigating 
hundreds of charities to see whether they are chari- 
ties to which you stockholders would want to have 
your money given, assuming that the directors 
should give your money away to anyone over the 
objection of even a single stockholder. 

Actually your company has made unrestricted 
grants to 429 different educational institutions in 
this country in the last five years. By merely inspect- 
ing the list one could say that some of them were not 
the kind of college where they encourage companies 
like ours and stockholders like ours. For example, 
among the men’s colleges Harvard, Yale, and Prince- 
ton have been the beneficiaries of the company’s do- 
nations; and among the women’s colleges, Smith, 
Vassar, and Sarah Lawrence. Those are just exam- 
ples of places where, on the whole, left-wing doc- 
trines are taught in the economics departments. 


[To support his point about economic doctrines, Mr. 
Washburn then read from and commented critically 
on the writings of Stuart Chase, with specific refer- 
ence to an article by Mr. Chase which appeared in 
the Spring 1961 issue of The Lamp.] 


THE PRESIDENT - We in the Jersey Company believe 
in being good corporate citizens. We think the prin- 
ciple of corporate giving is well established. It is 
encouraged by our tax laws; it has been upheld in 
our courts; and the public has come to expect it of 
corporations. Perhaps this was not so, say, some 
twenty-five years ago, but it is today. In our judg- 
ment these contributions are extremely important if 
Jersey is to merit the good will of the public, which 
is essential to the prosperity of your company. 
When you're a good corporate citizen, it is often 
necessary to give support to private institutions from 
which you expect no direct dollar-and-cents benefit 
—hospitals, community service organizations, the 
Red Cross, colleges, universities, and so on. If good 
citizens, corporate and individual alike, did not sup- 
port these institutions, they would have to turn to 
the government for support—and that, certainly, is 
not the way to advance the cause of free enterprise. 
As to the merits of giving to one institution, or 
one type of institution, over another, the possibilities 
for discussion are infinite. As we normally do in such 
a situation, we call upon a competent staff to gather 
information, to study the various facets of the prob- 
lem, to appraise and analyze the facts, to evaluate 
the direct and indirect benefit to the company and 
its shareholders, and to make recommendations to 
the board. Your directors are then in a position to 
make a sound decision, and I assure you that in every 
instance the shareholders’ interests are paramount. 
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We believe that the amount of corporate contribu- 
tion by this company is reasonable by any standard. 
In each of the last five years, the total after-tax cost 
to the company and all of its affiliates for support to 
educational and philanthropic objectives amounted 
to 142 cents per share. In our opinion the benefits, 
although not necessarily “direct,” fully justify this 
expenditure. It is for these reasons that we oppose 
this bylaw amendment which would unduly restrict 
the management in the normal discharge of one of 
its important responsibilities. 

Certainly I take no exception with Mr. Washburn 
or his principal, Mrs. Gordon, with respect to the 
undesirability of supporting anything unsound and 
improper. We try not to do that. We know that the 
group of our people studying these matters is capa- 
ble, competent, and objective. I would be the first 
to agree that there is hardly a college or a university 
in the United States in which some of the faculty 
do not hold and express views which are contrary 
to what we, sitting as your board, might think was 
right and proper. 

And yet this goes to the heart of the Bill of Rights. 
We have freedoms in this country which few other 
countries have to the same extent, and these free- 
doms must be protected. If we reserve judgment to 
any small group of people as to what’s right and 
what’s wrong, without the ability of expression, we 
have lost something we can’t afford to lose. In effect, 
we have to take a bit of the bitter with the sweet. 
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A SHAREHOLDER - I represent a group of independ- 
ent investors, the United Shareholders of America. 
Our president, Mr. Benjamin A. Javits, had intended 
being here today but has asked me to come in his 
stead. Before I read his statement on this resolution, 
may I make my own personal observation? 

Is it preferable to have government interfere in 
this matter of endowments to universities and col- 
leges? We feel that, as an organization, we certainly 
don’t want any more government interference be- 
cause we are dedicated to the free enterprise system 
which has served us so well in this country. 


[The shareholder then read a statement from Mr. 
Javits, opposing the resolution and supporting man- 
agement’s position, in which he stressed the need 
for industrial leadership, and not just political lead- 
ership, in the achievement of social and educational 
objectives under democratic capitalism. ] 


THE PRESIDENT - Thank you, Mrs. Fischel. 

A SHAREHOLDER - I’m the executive director of the 
New England Colleges Fund. This association— 
twenty-five independent liberal arts colleges in New 
England—is not supported by Standard Oil Com- 
pany (New Jersey). My remarks are not made to 
protect its interests. While Jersey Standard plays no 
part in the growth or success of the fund I represent, 
it does make a substantial and a meaningful contri- 
bution to our colleges, and this is what counts. 


In her resolution Mrs. Gordon says that many of 
the colleges Standard Oil of New Jersey has given to 
teach socialism, ridicule businessmen, savers, and 
investors. The fact is that students who have been to 
college have a much better appreciation of the eco- 
nomic fundamentals of free enterprise. Education 
means the development of free minds—minds 
equipped to examine the strange ideas loose in to- 
day’s world. Mrs. Gordon would protect today’s 
youth from the very things that they must compre- 
hend if our civilization is to deal effectively with the 
various threats to our existence. 

The United States enjoys the luxury of the only 
truly independent system of higher education in the 
world. These institutions stand together with free 
enterprise as one of the principal bulwarks of our 
free society. Corporations such as Standard of New 
Jersey are offered a rare opportunity to help in de- 
termining whether this important segment of our 
society, one whose aims and ideals are not different 
from those of business itself, will remain independ- 
ent or become state controlled. [Applause] 

THE PRESIDENT - Thank you for that heart-warm- 
ing speech. 

A SHAREHOLDER - I am speaking in behalf of Mrs. 
Gordon’s resolution. I believe that Standard Oil of 
New Jersey and the shareholders should help in re- 
ligious, charitable, and educational fields, but I think 
it is a question of the emphasis. 

ANOTHER SHAREHOLDER-I’m a vice-president of 


Tufts University. I think that most of us take it for 
granted now that strong colleges and a strong Amer- 
ica are more or less synonymous. American philan- 
thropy has done much to assure strong colleges. We 
are particularly grateful for the role corporate phi- 
lanthropy has played—has played, I might mention, 
without any interference with the unfettered pur- 
suit of truth. 

A THIRD SHAREHOLDER - I am fully in favor of 
contributions to charity and education. Our best 
weapon against communism is education. However, 
why can we not give scholarships to the gifted sons 
and daughters of our employees? Did you ever con- 
sider this? 

THE PRESIDENT - Yes, Mr. Stern, we have consid- 
ered that, but we have felt that with a family as 
large as ours it was difficult to engage in the scholar- 
ship business for sons and daughters of employees 
throughout the organization. Many of them can and 
do acquire scholarships, but they acquire them be- 
cause they qualify on other grounds than simply 
being a son or daughter of an employee. 

THE SHAREHOLDER -I know that our company is 
very much interested in the welfare of its employees. 
Please consider again direct scholarships to their 
gifted sons and daughters. 

THE PRESIDENT - We shall. May I just say this, that 
I hope you shareholders will agree with me when I 
say that we are receptive to your suggestions. We 
may appear a little obdurate once ina while, but if 


aw, 


the suggestions are sound and keep coming up, 
sometimes we find that they impress us eventually. 
A SHAREHOLDER- As the owner with my wife of 
eight shares, which I managed to purchase after 
being subjected to some of the economics of these 
colleges which have been referred to today, I am 
pleased to be deprived of 12 cents a share. In fact, 
I’d be glad to have you deprive me of twice 142 
cents a share. 
ANOTHER SHAREHOLDER - | am supporting the man- 
agement position. I certainly think that management 
has an obligation in regard to social duty; and in 
giving wise contributions over the years, we are 
benefited and so is the entire system. But I do think 
that the holders should be told in the Annual Report 
if we give exceptionally large contributions to any 
one charity or cause in one year. 
THE PRESIDENT - Thank you, Mr. Gilbert. We'll take 
that suggestion into consideration. 
A SHAREHOLDER - | am in favor of corporate giving, 
but I do feel it should be done wisely. Many of us 
do question giving to schools that are heavily en- 
dowed and have many wealthy alumni who can 
adequately care for them. Why not put the money 
into medical fields or colleges that really need it? 
THE PRESIDENT - There are, I believe, about 700 
privately supported, regionally accredited, four-year 
colleges and universities in the United States, and 
out of that list we have given in the five years in 
which the Esso Education Foundation has been in 
being to something like 450. The others are under 
constant consideration, and unquestionably some of 
them will receive contributions before many more 
years have passed.We concur completely in the gen- 
eral thought that you have expressed. What we 
want to do with our educational giving is to spread 
it as widely as we can through worthwhile educa- 
tional organizations in this country. 
MR. WASHBURN - If I don’t reply to all the state- 
ments made, you mustn’t think it was because | 
couldn’t do so. 

There’s a very serious difference, naturally, among 
the 680,000 stockholders of the Standard Oil Com- 
pany as to what should be taught. It’s quite proper 
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that there should be a difference of opinion. Mrs. 
Gordon doesn’t think that even one penny of hers 
should be given to causes she doesn’t approve of and 
which she thinks are dangerous to the welfare of 
this country, and I think many of you will sympa- 
thize with that view. 


[The Chairman declared voting on the resolution in 
order. Ballots were distributed, voting proceeded 
and was completed.] 


GENERADTSDISGUSSION 


A SHAREHOLDER - Up until last August 15 I oper- 
ated an Esso station for twelve years in Freeport, 
Long Island. At last year’s stockholders’ meeting I 
made the statement that on Long Island you will not 
find a single, solitary happy or satisfied dealer. | 
would like to report on what happened since then. 


[The shareholder then read excerpts from the cor- 
respondence he had had with the President.] 


Today the situation is worse than it was a year 
ago. Out of 135 Esso stations on Long Island, ten 
are closed with “For Rent” signs on their windows. 
In the past two and a half years thirty-five stations 
have changed hands. The reason is not any business 
recession. Long Island is the fastest growing com- 
munity in the entire United States, and because of 
inadequate transit facilities it is necessary to own a 
car if you want to live there. The reason is the bad 
dealer relations. 

Thope that, as a result of my appearing here again, 
an impartial investigation in the best interest of our 
stockholders will take place so that abuses will be 
stopped and the percentage of closed stations and 
operator turnover decreased. 

THE PRESIDENT - You inferred that some retaliatory 
action had been taken toward you, Mr. Hankin. The 
fact is, as you know, that your lease was canceled 
about two weeks before the last shareholders’ meet- 
ing, so the cancellation could have had no relation- 
ship to your appearance at the meeting last year. 

With respect to the general situation on Long 
Island among Esso dealers, I suppose this is a case 
where different people interpret the same data dif- 
ferently. We have had men in the Esso company 
whom I regard as being very capable, very fair and 
objective, make an examination of the conditions. 
They report to me that the situation there is not at 
the low level that you have indicated. Quite the re- 
verse. We have good results on Long Island. Our 
sales are increasing. I have records of sales in several 
Long Island stations where the increase in gasoline 
gallonage from last year to this year is 100 per cent. 
This is not indicative of an unsatisfactory situation. 
I’m very sorry that we were unable to keep you a 
happy and satisfied Esso dealer, but I am satisfied 


that our marketing people are doing a good job of 
handling our dealer operations in Long Island. 
THE SHAREHOLDER - Mr. Rathbone, we could go at 
this for the rest of the day. 

THE PRESIDENT - That's right, we could. 

THE SHAREHOLDER - I have no proof. The proof is 
out in the field, and I haven't got the field with me, 
so I'll just have to sit down. 

ANOTHER SHAREHOLDER - What are presently the 
major markets for Creole’s crude oil, and what al- 
ternative sources of supply for these markets are 
available? 

THE PRESIDENT - Crude oil coming out of Creole’s 
production in Venezuela is marketed very widely. 
One of its substantial markets is in the United 
States. Another is in the eastern part of Canada. A 
third is in Latin American countries. Still another 
one—although this is far smaller than it used to be 
—is in the European area. Actually I think it’s fair 
to say that Creole, as one of the largest crude oil 
producers in the world, sells its crude anywhere in 
the world that it can find a market. 

With respect to sources of supply that are in com- 
petition with Creole, the principal one, of course, is 
the Middle East. In the Eastern Hemisphere, east of 
Suez and in western Europe today, the Middle East 
crude oil supplies have a substantial price advantage 
over the Venezuelan. But Creole’s output, as I men- 
tioned earlier this morning, in 1960 was very satis- 
factory, and indications are that it will continue at a 
very satisfactory level. 

THE SHAREHOLDER - What sources, sir, would you 
have in your own company if a portion of this crude 
oil in Venezuela became unavailable? 

THE PRESIDENT - In the United States Humble Oil 
has a very large amount of shut-in crude oil produc- 
tive capacity. In Canada Imperial has a good deal of 
shut-in crude. In the Middle East, too, we have very 
substantial amounts. And, as I also mentioned this 
morning, we expect to have our Libyan production 
coming into world markets in the latter part of this 
year. Indeed, in the Jersey picture around the world, 
we have very large supplies of crude oil available if 
they are needed. 

A SHAREHOLDER - In order to obtain a common 
trademark throughout the world, do you contem- 
plate replacing the present trademark of Esso used 
throughout the eastern seaboard and western Europe 
with the new trademark, ENcCO? 

THE PRESIDENT - No, we do not. For legal reasons 
—by that I mean a federal court decision—we have 
not been able to use the trademark Esso everywhere 
in the United States. Realizing that this is something 
we haven’t been able to overcome, much as we de- 
plore it, we have looked for another name which we 
could use. After a great deal of study, ENco has 
been selected as the name that the Humble Oil com- 
pany intends to use in the United States where it 
cannot use Esso without precipitating legal con- 
troversy. As is true of any new name, ENCO sounds 


a little strange to you for a while, but without hesi- 
tation I predict that in not too many years it will be 
very well known and will identify the leading en- 
ergy company in the United States—Humble. 

A SHAREHOLDER - I’m a shareholder and a fuel oil 
dealer. My first question relates to the competition 
between the two fuels predominant now, oil and 
natural gas. Since they both come out of the same 
hole, what is the return from each one? 

THE PRESIDENT - This particular question has been 
a problem in our multi-product industry for a great 
many years. As you point out, with oil and gas com- 
ing out of the same well, how much of the cost of 
finding and developing that well should properly 
be charged to oil and how much to gas? This ques- 
tion is one to which there is no accurate answer. 
You will find as many variations of opinion on it as 
on almost any controversial subject. Only by mak- 
ing some arbitrary split in the finding and produc- 
ing cost can we arrive at an arbitrary allocation of 
profits on oil and gas. 

As far as Jersey and Humble are concerned, we’re 
in both businesses. Humble has the largest gas re- 
serves of any company in the United States, and it 
is an extremely large seller of gas. It is also a very 
large seller of oil. We hope that we can maintain a 
fair position in both fields, but if one of them hap- 
pens to go up and the other to go down, at least we 
know that we are in both. 

THE SHAREHOLDER - | have one more question— 
about the future of many in the gasoline business. 
There have been quite a few transitions in the direc- 
tion of larger, more modern service stations, stations 
where the company has put considerable money into 
their appearance, and apparently the profit justifies 
this. What are the predictions of what will happen 
to the smaller concerns—that is, stations now on 
lease to people who are individually in business but 
selling Esso products? 

THE PRESIDENT - We feel confident that the small 
independent businessman will continue to occupy 
a very important place in the American oil industry. 
This is true of service station operators, fuel oil dis- 
tributors, and a great many others in our industry. 
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Directors chat informally before the meeting 
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Each director was introduced to the shareholders 


On the other hand, as time goes on and competi- 
tive conditions become keener, not only in the oil 
industry but in every industry, the independent 
small businessman must realize that he cannot main- 
tain his position simply because he’s small. He has 
to be efficient; he has to be hard-hitting; and if he 
is, I’m sure there is going to be a place for him. 

A SHAREHOLDER - Can you please enlighten us on 
the present status of the development of solid fuels 
to be used on airplanes? 

THE PRESIDENT - On airplanes or rockets? With 
respect to rockets, Esso Research, our research affil- 
iate, has a contract with the United States govern- 
ment to do a very substantial research job on solid 
fuels for rockets. They’re working very hard at this 
complicated and interesting job. I’m unable to report 
the progress because a good deal of it is classified in- 
formation, but we are one of the important research 
organizations working on this for the government. 

With respect to solid fuel for the propulsion of air- 

planes, I am ignorant as to whether there is any 
work or any promise in that field. But there’s a 
gentleman here who can answer your question. Mr. 
Murphree. 
MR. MURPHREE - | don’t think that solid fuels are 
going to have any real application in airplanes for 
main propulsion of the vehicle. It may be that rock- 
ets will have some application in the transportation 
field, but that certainly is going to be a long time 
distant. The main application of solid propellants 
today is in military missiles and in space projects. 
THE SHAREHOLDER - I’ve always considered any liq- 
uid fuel used for airplanes most dangerous. Where 
there has been an accident to an airplane, it has al- 
most always resulted in a disastrous fire from ex- 
plosion of gasoline used for fuel. 


THE PRESIDENT - I'd like to comment that the liquid 
fuels used in ordinary air transport, whether they be 
high-octane gasoline or jet fuel, are so much safer 
than any solid fuel we can visualize today that there 
is really no comparison. These solid fuels, you know, 
carry within themselves the oxygen that sets off the 
charge and gives the high-energy kick. This means 
that solid fuels in themselves are inherently highly 
unstable, much more so than any liquid fuel that we 
use in any airplane in the United States. 

A SHAREHOLDER - Having presented a rather con- 
troversial proposal this morning, I am rising now to 
introduce a resolution which I hope will meet with 
the unanimous approval of everyone here. 

For many years I’ve been Honorary General 
Counsel of the Investors League, an association try- 
ing to protect the interest of stockholders. In that 
connection, I’d like to offer this resolution. 


WHEREAS, The many millions of individual in- 
vestors in business enterprises across the nation are the 
primary source of investment capital needed to provide 
jobs for our ever-increasing working force, and 

WHEREAS, Vast sums of new individual invest- 
ment capital will be constantly needed for sound eco- 
nomic growth, and 

WHEREAS, Io attract individual savings into risk 
investment in business, adequate incentives must be of- 
fered in the form of dividends or profits after taxes, and 

WHEREAS, The taxation of dividends at full sur- 
tax rates up to g1 per cent, after they have already been 
taxed at 52 per cent, is grossly unfair and discriminatory 
double taxation, from which the present $50 exemption 
and 4 per cent credit offers merely token relief as com- 
pared, for example, with the 20 per cent Canadian credit, 
and 

WHEREAS, Exact information as to the payment 
of all dividends, including amounts, names, and ad- 
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dresses of all recipients, has been for years filed annu- 
ally with the Treasury Department by this corporation 
and all others, so that the few delinquent stockholders 
can be exposed whenever the Treasury Department is in- 
clined to use this information, and 

WHEREAS, There are legislative proposals before 
Congress tending to destroy individual investment in- 
centive by repealing the tax credit on dividends, and im- 
posing a withholding tax on corporate dividends; now 
therefore be it 

RESOLVED, That the 680,000 stockholders of this 
corporation in their own behalf, and in behalf of 15,000,- 
ooo other American stockholders, demand that the in- 
credibly cumbersome withholding of one fifth of all divi- 
dends to catch a few delinquents be promptly rejected; 
and further, that the present 4 per cent credit on divi- 
dends be forthwith raised to 10 per cent with the ulti- 
mate aim of abolishing discriminatory double taxation 
altogether; and be it further 

RESOLVED, That the Secretary transmit a copy of 
these resolutions to the President of the United States, 
the Secretary of the Treasury, the Chairman of the Senate 
Finance Committee, the Chairman of the Ways and 
Means Committee of the House of Representatives, and 
to each Senator and Congressman of the United States. 


[Applause] 


I’d like to make that motion on behalf of Mrs. 
Alice V. Gordon. 
THE PRESIDENT - Thank you, Mr. Washburn. This, 
of course, is a matter of great interest to all our 
shareholders. While I could guess how their feelings 
might run—and I’m quite sympathetic myself to 
what you've had to say—I have some reservation as 
to whether this particular meeting, attended as it is 
by some 4,000 of our 680,000 shareholders, should 
attempt to speak in such matters for the others. 
A SHAREHOLDER - This resolution is of great value 
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to the stockholders, but I see your viewpoint. How- 
ever, may I ask the stockholders not to wait to write 
a letter to your Congressman or Senators asking that 
our $50 and the 4 per cent credit deduction for divi- 
dends not be canceled? 

THE PRESIDENT - | think it is a sad situation when 
shareholders, many of whom are dependent on their 
dividends for a substantial part of their livelihood, 
get hit with double taxation. When we make a profit, 
we pay taxes on it. Then when we declare a divi- 
dend to you, another tax is levied on that dividend. 
This doesn’t seem right, and I am very sympathetic 
with what Mr. Washburn has said. 

But my problem is this: if we attempt to speak for 
the entire body of shareholders by an extemporane- 
ous resolution presented on the floor of the meeting 
where only a fraction of all the shareholders are 
present, we may find at some other time that it’s 
not agreeable to the rest of the shareholders to have 
us speak for them here in matters such as this. 

A SHAREHOLDER - Those who want to write to their 
Congressmen pro or con, or how they feel, should 
do it. I don’t think that we should get into the poli- 
tics of it here. 

THE PRESIDENT - | think it’s quite in order for us to 
include in the post-meeting report—which is avail- 
able to all shareholders—the comments and the 
resolution that Mr. Washburn has made. If this is 
agreeable to him, we will handle it on that basis. 

A SHAREHOLDER - I’m talking ona different subject, 
if that’s okay. As a New Yorker, I want to compli- 
ment you for sponsoring “An Age of Kings.” What 
is the reaction to this program?” 

THE PRESIDENT - Actually, this was a bit of an ex- 
periment, and we have been more than pleased with 
the reactions we’ve had from placing “An Age of 
Kings” on television in New York and Washington. 
Students in a great many schools used it in connec- 
tion with their courses. We did not have, to my 
knowledge, one single criticism of it. Now, this is 
news. We’ve never done anything before that we 
didn’t have some criticism of. 

I’m glad to say that I understand Humble has 

arranged to put this program on the National Edu- 
cational Television network under which it will be 
made very widely available throughout the country. 
THE SHAREHOLDER - What other plans is the com- 
pany making to sponsor television? 
THE PRESIDENT - We’re working on this now. We 
feel that we set a pretty high standard with the last 
couple of television programs we sponsored, and we 
definitely do not want the “private eye” and ““bang- 
bang” type of program. [Applause] 

It’s not easy to find programs of the kind we 
would like to sponsor, but I hope that we will come 
up with one we can start this fall or winter. 

THE SHAREHOLDER - Humble’s slogan is, “America’s 


*A television series of Shakespeare’s historical plays pro- 
duced by the British Broadcasting Corporation. 
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leading energy company.” Are you referring to other 
forms of energy besides oil and gas? 

THE PRESIDENT - Not at present. But this company 
is a large supplier of energy, and we'll get into en- 
ergy anywhere we think we can make a contribution 
as well as an honest dollar. Right now, we happen 
to think that oil and gas is the place where we can 
make the greatest contribution and the greatest 
profit for our shareholders. . 

THE SHAREHOLDER - For curiosity’s sake, may I ask 
you why the proxy statement shows that you own 
369 shares less this year than last year? 

THE PRESIDENT - I'd be very glad to tell you. My 
alma mater, Lehigh University, is engaged in a fund- 
raising campaign. As the Chairman of the Board of 
Trustees, I could hardly turn them down. I believe 
in educational contributions. [Applause] That took 
the bulk of the 369 shares. The rest went to the 
Columbia-Presbyterian Hospital in New York. 

A SHAREHOLDER - | notice that each and every com- 
pany sells the same grade of gasoline for more or 
less the same price. Might not Jersey get a larger 
proportion of the customers if its gasoline were, say, 
three cents, two cents, four cents lower? And is 
there price-fixing in the gasoline industry? 

THE PRESIDENT - As to the last part of your ques- 
tion: Is there price-fixing in gasoline? I can give you 
the most emphatic “no.” I doubt seriously if there 
is a business in the United States which is more com- 
petitive than the retailing of gasoline, and this brings 
me to the first part of your question. 

If we attempt to sell our gasoline at two or three 
or four cents a gallon less than the price at which 
other well-recognized branded gasolines are sold, 
we would not be able to do so very long. Every so 
often somebody gets exactly the idea you've ad- 
vanced. They start it off, and in 24, 36, or 48 hours 
somebody else has come right down to be competi- 
tive with their price. This is the thing that causes 
price wars. It doesn’t pay. The kind of business that 
you may get temporarily by price-cutting doesn’t 
stick with you very long. These price wars which 
spring up around the country all the time can be 
taken as the best indication that there is no price- 
fixing in gasoline retailing in the United States. 
THE SHAREHOLDER - Do you ever offer dealers an 
either/or situation? 

THE PRESIDENT - What do you mean by “either/or’? 
THE SHAREHOLDER - Either you sell at our pre- 
scribed price or you cannot pick up your lease again, 
or something like that. 

THE PRESIDENT - No. The majority of our dealers are 
independent businessmen who lease a station from 
us or from a third party, and they run the business 
as they see fit. They set their own hours of business; 
they set their own prices; they set their own stand- 
ards of service and cleanliness. We advise them that 
if they do not keep their price competitive with the 
prices that are existing in the trade area where they 
operate, there’s a good chance that their business is 


going to decline materially. But actually, of course, 
it’s up to them what they do. 

Suppose there’s a station which we own or have 
ona long-term lease, and we know that it’s in a good 
location and should do a substantial amount of busi- 
ness. If we have a dealer in that station who is a poor 
businessman—a poor operator—we’re not inclined 
to keep on renewing his lease forever. We have too 
much invested in a station like that, and we want to 
see it operated in a way that will bring back a re- 
turn on the investment. But while he has his lease, 
he’s completely his own master. 

A SHAREHOLDER - | forgot to ask you this morning 
the usual question about advertising in 1960 as com- 
pared to the prior year. 

THE PRESIDENT - Our advertising total worldwide, 
Mr. Gilbert, last year was about $53,000,000. The 
previous year it was about $46,000,000, as nearly as 
I can recall. 

A SHAREHOLDER - In the event the Castro govern- 
ment is overthrown, would the company consider 
resuming operations in Cuba? 


Esso Touring Service had a busy day 


THE PRESIDENT - Yes, indeed. We had a very fine 
business in Cuba. As I said this morning, we had 
been in Cuba eighty years, and we have some won- 
derful Cuban employees. The average length of 
service in our Havana refinery, if I’m not mistaken, 
was one of the longest of any refinery in the Jersey 
family. When, as, and if we can, we certainly will 
be going back to Cuba—and we will, eventually. 
THE CHAIRMAN - We have come to the end of our 
agenda, ladies and gentlemen. This has been an in- 
teresting and productive meeting. We have been 
extremely interested in your questions. Naturally, 
what interests you is of great importance to us, and 
I assure you we give serious consideration to the 
points you raise in these meetings. 

We want to thank you all very much for having 
joined us today and for having given us this op- 
portunity to talk over our affairs with you. Good 
afternoon. [Applause] 


[On a motion duly made and seconded, the meeting 
adjourned at 3:15 P.M. Eastern Daylight Time.] 
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REBORT OF BALLOTING 


In the election of directors, holders of 184,907,776 
shares voted. The following fifteen men were duly 
elected directors: P.]. Anderson, M. W. Boyer, C. L. 
Burrill, Emilio G. Collado, L. W. Elliott, H.W. Fisher, 
W. Greeven, M. L. Haider, H. W. Page, M. J. Rath- 
bone, David A. Shepard, W. R. Stott, Leo D. Welch, 
]. R. White, and M. A. Wright. 

The vote on the resolutions ratifying the appoint- 
ment of Price Waterhouse & Co. as independent 
public accountants for 1961 and requiring the at- 
tendance of a representative of that firm at the next 
annual meeting was 184,077,527 shares in favor 
(99.78 per cent) and 398,418 shares against (0.22 
per cent). The resolutions were thereby adopted 
(520,826 shareholders voted their shares in favor 
and 3,797 voted against). 

The vote on the resolution proposed by certain 
shareholders regarding cumulative voting for the 
election of directors was 5,160,088 shares in favor 
(2.86 per cent) and 175,401,700 shares against (97.14 
per cent). This resolution was thereby rejected (41,- 
845 shareholders voted their shares in favor and 
482,539 voted against). 

The vote on the resolution proposed by a share- 
holder regarding company contributions to philan- 
thropies and education was 5,512,288 shares in favor 
(3.05 per cent) and 175,066,172 shares against (96.95 
per cent). This resolution was thereby rejected (42,- 
697 shareholders voted their shares in favor and 
481,802 voted against). 
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Subsequent to the shareholders’ meeting, the board 
of directors of the company elected the following 
officers: 


Presidente. ce eee . M.J. Rathbone 
Chairman of the Board . Leo D. Welch 
Executive Vice-Presidents . L. Weeior 

David A. Shepard 

W. R. Stott 

M. A. Wright 
Vice-Presidents . . M. W. Boyer 

M. L. Haider 

H. W. Page 
Treasurer . . L. D. Stinebower 
Comptroller . . A. O. Savage 
Secretary . . John O. Larson 
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